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Will “Little Steel” Hold? 


The Little Steel formula, the basis for wage levels 
since June 1942, is under attack. This formula froze 
wages at 15°94 above January 1, 1941, to cover an esti- 
mated 15°% rise in the cost of living up to that time. 

Both the AF of Land the CIO are now demanding 
a general pay increase for workers on the ground 
that living costs have continued to go up. Present 
estimates by the Bureau of Labor Statistics of the 
U. S. Department of Labor show 24.5% increase 
since 1941; labor leaders claim a rise of 43 to 45% 
in crowded war areas. The WLB panels, which are 
made up of representatives of the public, industry, 
and the unions, tend to question the BLS figure on 
the ground that it includes low cost articles and 
cheap housing which are no longer available. Ad- 
justments have been made in the Little Steel formula 
for lumber and certain other industries where in- 
equities could be shown. Few changes have occurred 
in the food and heavy industries. 

Would a modification of Little Steel at this point 
result in inflation? ‘Those who favor revision point 
out that a cut-back of 40°{ in munitions production 
can be expected when Germany falls. Some workers 
will lose their present jobs. With manpower to 
spare, employers will no longer need to pay over- 
time—at time and a half, with double for Sundays 
and holidays—and pay envelopes will shrink accord- 
ingly. A moderate pay rise to cushion this shrink- 
age will help maintain purchasing power and so 
encourage prompt conversion to civilian manufac- 
ture. Decrease in unit costs and economies possible 
under normal production methods should provide 
a margin for adjustment. 

Wartime distortions of wages and prices must be 
adjusted to bring about a healthy reconversion. The 
question is when these adjustments should be made 
and how far they should go. To avoid inflation, any 
increase in wage rates must be timed to offset reduc- 
tions in pay. The emasculation of the George recon- 
version bill, as finally agreed to by Congress Septem- 
ber 20, leaves the nation without an aggressive and 
correlated program for change-over. Under the 
circumstances, deflation also becomes a threat. A 
moderate wage increase may prove an effective 
shot-in-the-arm if purchasing power bogs. 


Those opposed to modification of Little Steel 
doubt whether manufacturing economies can ab- 
sorb wage increases. If basic costs rise, prices would 
have to be raised. After the 1918 Armistice, prices 
continued to go up, and a drastic recession hit the 
country in 1920, just at the time demobilized vet- 
erans were looking for jobs. So far price controls 
have been applied more effectively in this war, but 
the danger is by no means past. Many families have 
postponed necessary purchases to the limit, and have 
funds to buy now. It is therefore especially impor- 
tant to maintain controls and prevent any tendency 
to an inflationary spiral at this time. 

Furthermore, any wholesale readjustment of the 
price structure will increase the already heavy dif- 
ferentials against white-collar and fixed-income cit- 
izens whose welfare is equally essential to the com- 
pletion of the war effort. 

Public hearings on the wage increase demands are 
scheduled for September 26-27, with full consider- 
ation by the National War Labor Board October 9. 
Final decision lies with the President. In the mean- 
time, Henry Ford’s proposal to raise wages suggests 
that some industries may wish to open up competi- 
tive wages so that better workers may be secured. 


What To Do With Cartels 


The cartel issue is coming into the foreground. 
In a letter to Secretary Hull early in September, 
President Roosevelt made public his policy against 
cartels by asserting that they were contrary to liberal 
principles of international trade. This statement will 
evoke strong but opposite reactions on both sides of 
the Atlantic. In Europe most governments regard 
cartels as a beneficial commercial arrangement to 
stabilize production and keep competition from be- 
coming cutthroat. In the United States tradition 
is so strong against cartels and monopolies that many 
people consider them immoral. 

Since a cartel is often thought of as something 
mysterious, yet villainous, it might be well to an- 
alyze what it is. According to Dr. Corwin Edwards, 
formerly of the State Department, “A cartel is a 
group of business enterprises formed for the purpose 
of avoiding some kinds of competition among them- 
selves. Its members continue to do business sepa- 


rately for their own profit, but they act together in 
deciding such matters as the prices they are to 
charge, the amounts they are to produce or sell, and 
the share of the market which is to be regarded as 
the exclusive right of each of them.” 

Of course monopolies in this country have been 
considered illegal since the time of the Sherman 
Anti-Trust Act of 1890. To help our businessmen 
meet the competition of foreign cartels, the Webb- 
Pomerene Act of 1918 was passed which permitted 
companies to make certain cartel agreements outside 
of the United States. 

It is apparent that cartel practices are contrary to 
the American ideal of free competition. When one 
market is allocated to a company, no other traders 
in the cartel may sell in that territory. In this way 
cartel arrangements can nullify the effect of our 
tariff laws and the free flow of commerce. For 
example, the Trade Agreements Act of 1939 with 
Canada reduced the duties on aluminum, but no 
aluminum entered this country because the market 
had previously been divided between Canadian and 
American aluminum companies. In Europe this 
arrangement would have probably been considered 
a good one because it would eliminate economic 
discord. 

Since it is expected that there will be a United 
Nations conference to discuss cartels, we should con- 
sider four alternative policies we might follow. 


1. We can endeavor to make other countries give 
up cartels and follow our system of free competition 
in international trade. 

Cartels are so well established in Europe it is 
doubtful if we could uproot them. 

2. We can prohibit American companies from 
making cartel agreements. 

This policy presupposes our firms are powerful 
enough and can sell products cheaply enough to go 
into areas already cartelized and break the hold of the 
cartel. From the American point of view this policy 
would only be effective if it forced other countries 
to give up their cartels for a system of free enterprise. 
If it did not achieve this purpose it might cause 
considerable economic friction evidenced by such 
things as devastating trade wars. 

3. We can allow American firms to participate in 
cartel arrangements if the firms are controlled by 
government supervision. This means registering 
with the government and filing information regard- 
ing patent rights, foreign agreements, etc. 

Some people feel that this will be an ineffectual 
control, because it will be too easy for businessmen 
to get around some of the regulations and impossible 
for them to break down certain production costs 
which it would be necessary to have in controlling 
cartels. Most businessmen will also be loath to 
make known their manufacturing costs for fear their 
competitors might profit from the knowledge. 

4. We can try to set up an international cartel 


authority which would regulate the activities of 
all cartels. 

This is a compromise measure which attempts to 
eliminate the most vicious aspects of cartels. How- 
ever, it would be difficult to empower any authority 
with sufficient force to carry out its recommendations. 


International Conferences 


There is a growing realization that we must act 
as a group of nations, rather than as individual units. 
What goes on in other countries, how they pay for 
supplies, what they manufacture, and how they 
develop their resources are all of direct concern to 
the rest of the world. Proof of this is seen in the im- 
posing array of international discussions which have 
taken place or are about to take place. 

The United Nations Relief and Rehabilitation Ad- 
ministration is already functioning. 

Out of the Hot Springs Food Conference of 1943 
has come a proposed constitution for a Food and Ag- 
riculture Organization to increase the efficiency of 
agricultural production and raise the standard of 
living of all peoples. 

The Bretton Woods Monetary Conference in July 
proposed plans for an international bank and a 
stabilization fund. 

Exploratory talks on rubber were held in London 
in July with the British and Dutch. 

An Anglo-American Oil Agreement was signed 
in August. 

A meeting to consider international communica- 
tions, particularly radio frequencies, was held in 
August. 

An American proposal that all nations join to 
guarantee world freedom of news may soon be sub- 
mitted to other nations. 

The Dumbarton Oaks Conference now taking 
place will present plans for an international security 
organization. 

On the agenda for the future is an international 
conference on civil aviation to be held early in No- 
vember. Representatives of 50 nations have been 
invited to discuss establishing provisional world air 
routes and setting up an interim council. 

An international businessmen’s conference spon- 
sored by the United States Chamber of Commerce 
will meet early in November. 

A conference of shipping men has been suggested. 
Shipping problems will also be discussed by govern- 
ment representatives in an international meeting. 

An international meeting on cartels is likely. If 
not, cartels will be discussed in a United Nations 
Conference on commercial policies. 

These twelve conferences demonstrate the wide 
variety of problems which cannot be solved by any 
nation acting alone. They at once prove the neces- 
sity and provide the foundation stones for an inter- 
national organization. 
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